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INTRODUCTION

In a classic Harvard Business Review article, Joel
Dean (1951, p. 64) 
The competitive-parity method represents a narrow goal not usually tailored to the company's full needs.
Following Dean's observations, early studies of advertising and promotions (hereafter "AP") budgeting highlighted the naïveté of prevalent budgeting methods, with an underlying assumption that practice would improve as it became more rational and scientific. Over time, however, it became obvious that more "sophisticated methods" have not
• Budgeting processes used by companies are more complicated than the oft-referenced "rules of thumb" suggest.
• Nevertheless, the process is not as rational as economists and management scientists would prefer and rarely can be demonstrated to produce profit-optimizing budgets (however profit might be defined).
• Instead, whatever the sophistication of the organization, the budget-setting process often combines heuristics (such as maximum advertising/sales ratios) with analytics (e.g., marketing mix models) to help managers striving to improve company performance.
• Heuristics serve to provide checks on other analytically based budget recommendations and may also help managers deal with risks.
• Recognizing the role that heuristics play in budgeting is the first step toward a much-needed process improvement in marketing budgeting. Table 1 ) indicate that AP budgeting, as an event, is a subset of decision making. As such, cognitive-appraisal theory (Lazarus, 1991; Skinner, 1995; White, Varadarajan, and Dacin, 2003) provides a useful framework to investigate budgeting practices. practice not because they benefit the larger enterprise but simply because they are but politically expedient.
COGNITIVE STYLE
Perceived organizational culture-specifically, the propensity to take risk and the knowledge and experience of managers-will affect the cognitive style a company adopts.
Within a broader decision-making context, the debate over AP budgeting may be positioned in the realm of logic, probability, uncertainty, and heuristics-central concepts underlying decision making and problem solving.
• Logic focuses on mental models and cognition to solve problems and preserve the truth in well-structured problems.
• Even when these approaches use information prone to error and necessitate risky bets about the future, they have more to do with risk and probability than true "uncertainty" (Knight, 1923) .
• By contrast, heuristics tend to be used when the problem is ill defined and difficult to quantify, when time is limited, and the probabilities are unclear.
When it comes to heuristics "…the mind resembles an adaptive toolbox with various heuristics tailored for specific classes of problems-much like the hammers and screwdrivers in a handyman's toolbox" (Gigerenzer, 2008, p. 20) . The literature classifies heuristic decision making as "System 1" thinking and algorithmic as "System 2" thinking (Kahneman, 2012) .
The types of decisions in heuristics can be varied (Gigerenzer, 2008) . One form of heuristic is isomorphic behavior (colloquially known as "tit for tat"), which involves cooperating, keeping a memory of the outcome, and then imitating your partner's last behavior (Axelrod, 1984 produces an over-fit relative to more robust simpler models (Cosmides and Tooby, 1992) .
One possible solution? Heuristics based upon ordered cues may offer a means to reduce over-fit by minimizing noise (or even removing it) from any forecast and, in such instances, they often outperform algorithmic cognitive advantages (Hertwig and Todd, 2003) . In essence, heuristics enable decision makers to "forget" data and focus only on the pertinent issues. This is particularly pertinent because behavior based upon the past often will fail given that environments can change quickly.
Of course, it should be noted that bad corporate practices based upon choosing the path of least resistance in decision making (i.e., advertising and promotional budget setting) will not effectively address many of the issues raised, but the possibility still exists that sound reasoned and practiced heuristics may be more useful than previously thought.
In the context of AP, the research questions in the current study are as follows:
• What factors influence the relative dominance of either heuristics or algorithmic methods in the budgeting process?
• How do we distinguish one from the other? The market culture would suggest a greater preference for competitive-based models such as competitive parity or competitive absolute (heuristics).
ANTECEDENTS
• The hierarchy culture is reflective of a focus on internal maintenance and mechanistic processes. This type of firm follows a set of guidelines, rules, and procedures and prioritizes the maintenance of order.
The concern is one of order, and the One argument could be made on the fact that heuristic (System 1) methods are likely to be more risky than the use of algorithmic (System 2) methods. The rationale for this would follow from the fact that, according to one study, heuristic processing utilizes learned knowledge structures involving simple decision rules whereas systematic decision making requires an incorporation of as much information as possible (Zuckerman and Chaiken, 1998) . 
Knowledge and Experience
It also may be expected that risk will have a bearing on decision making in conjunction with one's knowledge and experience.
As individuals increase their knowledge of (and experience in) advertising, it is to be expected that they will gain in confidence. As such, they will be more likely to make decisions based upon intuition and sense than solely on analysis and logic.
That does not mean that they will forgo analysis and logic; rather, they will interpret data in light of their experience.
There is considerable historic evidence that this element of personal confidence, in fact, introduces an element of risk. For example, it has been found that older decision makers are likely to have higher aspiration levels than younger ones. Controlling for resources, older decision makers may either take more risks (MacCrimmon and Wehrung, 1988) or at least be more willing to forgive higher levels of risk. Similarly, it has been found that the longer a person has position and status, the more his or her aspiration level is adapted and the more likely risks will be understood and allowed. Furthermore, there are strong indications that risk-taking managers are often the ones who land the top jobs (Grey and Gordon, 1978) . To distinguish between mainly heuristic and mainly algorithmic AP budgeting methods, 11 budgeting techniques were selected from the extant literature (See Table 2 ). Three judges, two senior academics-each with several years of agency experience-and one marketing practitioner coded each AP budgetary method as either "mainly heuristic" or "mainly algorithmic" based upon Gigerenzer's (2008) typology. Rust and Cooil's (1994) proportional reduction in loss ( Furthermore, it has been found that added items often undermine respondent reliability (Drolet and Morrison, 2001 ).
With these perspectives in mind, a oneway/between-groups analysis of variance was conducted to explore the specific impact of the degree of risk on approaches to budgeting as measured by the question:
"Considering your most recently finished advertising and promotions campaign, how much risk do you think was taken?"
Responses were measured on a 5-point scale from "no risk" to "100 percent risk" (West, 1999) . Organizations rating marketing more highly than other functional areas were deemed to have higher marketing organizational knowledge and experience.
Pre-Test
The instrument was pre-tested to ensure that all questions were appropriate and 
-
Objective Task: We start by setting particular Advertising and Promotions objectives and then derive a budget that will enable us to achieve these
Quantitative Models: Computer simulation models are used involving statistical techniques such as multiple regression analysis.
Return on Investment (ROI): Advertising and Promotions is considered an investment and monies are spent to maximize ROI
The sample chosen for the study were Table 3 ).
The choices (in order of importance) were managerial judgment at 39 percent (affordable and arbitrary), sales-based at 17 percent (anticipated, last year, and unit), and competitive-parity at 3 percent (relative and absolute).
The objective and task at 26 percent proved to be the top algorithmic choice with measurement at 15 percent (ROI and incremental testing 4 ).
Any disaggregated breakdown, in fact, disguises the use of multiple methods.
On average (mean), the companies used two budgetary methods with a maximum 2 Armstrong and Overton's (1977) of six methods used by one company (See Table 3 ). In terms of Systems 1 (heuristic) and 2 (algorithmic), these breakdowns were 41 percent solely heuristics, 28 percent solely algorithmic, and 31 percent a combination of heuristics and algorithmic methods. 5 It was not possible to identify any single mechanism used by any particular firm as optimal. From the research sample, it was found that triangulating using more than one method seemed to be the most reliable means to produce the best results.
HYPOTHESES
Starting with organizational culture, a one-way/between-groups analysis of variance was conducted to explore the impact using Moorman's (1995) refinement of Deshpande, Farley, and Webster's (1993) scale of corporate culture on approaches to budgeting as measured by the System test.
Respondents were divided into three groups according to their heuristics scores Adhocracy culture was the only culture in which there was a significant difference 5 A combination was defined as a method using more than one method with a minimum of one method being heuristic or algorithmic (e.g., affordable [heuristic] , and incremental testing [algorithmic] was coded as a combination as opposed to affordable and percentage of last year's sales as purely heuristic).
in budgeting methods: The data indicated that adhocracies were more likely to use algorithmic methods than any of the other cultural variants, whereas the other three were found to primarily use heuristics as expected.
As a result, H1a was supported.
H1b, however-the likelihood that market, clan, and hierarchy would be more likely heuristic in terms of budget- What appears to be the case is that marketers preferred logic and probability;
when their participation was more diluted by other functional areas, the likelihood of using heuristics increased. 
CONCLUSION
Managerial Recommendations
The budgeting process used by companies is more complicated than the oftenreferenced rules of thumb may suggest, but the process also is not as rational as economists and management scientists would prefer to think. And, as a result, rarely can it be demonstrated that those practices that are deemed to be rational produce profit-optimizing budgets (however profit might be defined). Some of those roles will be deemed appropriate and others less so.
Even that consideration alone, however, will be the first step toward muchneeded process improvement in marketing budgeting . 
